THE WALL STREET JOURNAL. .

U.S.-NEWS

Cities Take On Utility Role

Chicago and Other Communities Buy Cheaper, Often Cleaner Energy for Residents

By MARk PETERS
Anp Resecca SMiTH

More U.S. cities are jumping
into the electricity-buying busi-
ness, in an effort to capture
cheaper—and often ecleaner—
power available through the
open market.

Chicagoans passed a ballot
measure last week that autho-
rizes the city to buy bulk power
on behalf of residents and small
businesses, no longer leaving it
up to the local utility. The move
makes Chicago the largest U.S.
city to start buying consolidated
power, a growing trend known as
community aggregation.

Community aggregation has
been around for a while, but only
now is it attracting large num-
bers of participants. While big
energy users have been tapping
the open market since electricity
retail markets were deregulated
a decade ago in many states, the
latest moves by cities and towns
to give consumers a chance to
reap the benefits without having
to negotiate prices themselves.

Some communities are using
aggregation as a way to buy en-
ergy from renewable sources, but
in many cases, municipalities
continue to get their energy from
traditional producers while sup-
porting cleaner energy by buying
credits from wind, solar and
other generation projects. These
credits, which are sold on a sec-
ondary market, allow renewable
generators to capture additional
revenue.

San Francisco and Cincinnati
are among the other U.S. cities
using aggregation. Cincinnati of-

| ficials estimate the typical

household there saves about 26%
on their kilowatt-per-hour rate
for electricity, or an average of
about $133 a year. J

Even in places that don’t ag-
gregate, consumers have seen
their power bills decline in re-
cent vears. Electricity prices
have fallen as the cost of power-
plant fuels, such as natural gas,
have declined sharply, and the
sluggish economy has led to
lower demand for energy.

Despite the growing trend,
community aggregation has
faced some opposition. Some Ili-
nois communities have rejected
it, in part because of the com-
plexity of the programs and con-
cerns over municipal govern-
ments wading into energy
markets, state and local officials

say.

In San Francisco, Mayor Ed-
win Lee opposed a program be-
cause of concerns resident:
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A coal barge makes its way to Bruce Mansfield Power Station in Shi

t, Pa, that is

d by

FirstEnergy. The city of Cincinnati purchases power for its residents from the supplier.

residents automatically will be
enrolled, unless they opt out,
and city officials estimate a large
majority will participate.

In Illinois, existing rules and
the short-term nature of power
contracts are raising concerns
that aggregation will do little to
spark renewable projects. But al-
ready in Illinois 165 municipali-
thes have made the switch to lo-
cally purchased power or have
submitted requests to utilities,
and nearly 200 others voted last
week in favor of starting aggre-

One consumer group
estimates Chicago’s
plan could cut monthly
hills by nearly 30%.

would automatically be enrolled,
getting cleaner power but possi-
bly at higher rates. Mr. Lee said
he would prefer a purely volun-
tary “opt in” program that left
the initial decision up to individ-
ual households. But the city’s
board of supervisors approved
the program in September.

“While 1 enthusiastically sup-
port expanding our clean-energy
resources, I continue to have se-
rious concerns about enrolling
San Franciscans into a program
without their initial consent that
coerces them to pay a premium,”
Mr. Lee said this fall.

Like in San Francisco, Chicago

gation programs like Chicago.

Under Chicago’s plan, the city
will negotiate the commodity
cost of electricity with suppliers
such as power-plant owners and
commodity trading firms. That
cost typically makes up about
two-thirds of a consumer’s or
business’s power bill. The re-
maining third of the total bill—
the cost of distribution and de-
livery—wouldn’t change, and
goes to Commonwealth Edison
Co., a utility owned by Exelon
Corp.

Citizens Utility Board, a con-
sumer advocacy group, estimates

Chicago’s plan could cut monthly
bills by nearly 30%. The current
rates Chicago residents pay in-
clude legacy contracts negotiated
before a sharp drop in power
prices triggered in part by the
weak economy.

Expiration of those contracts
next spring would deliver similar
savings, but David Kolata, execu-
tive director of the Chicago util-
ity board, estimates negotiating
the deals earlier could result in
more than $100 in total savings
for a typical household over the
first five months of 2013.

“There is an element of com-
munity control here. Energy is a
big expense,” he said.

Anne Pramaggiore, chief exec-
utive of Commonwealth Edison,
said her utility supports local
buying efforts. It wouldn’t lose
anything because it handles only
distribution, which wasn't af-
fected by Ilinois’s 1997 deregula-
tion law that opened power gen-
eration to competition.

Those most likely to lose out
as cities handpick their electric-
ity suppliers, experts say, are
companies that produce electric-
ity from dirtier sources, such as
coal-fired power plants, which
are sometimes shunned by cities.
But they likely will find other
buyers for their electricity.

Already, some communities
are using aggregation to support
renewable energy. Cincinnati
signed contracts this year that
lowered rates and require its

supplier to purchase credits that
benefit wind and other cleaner
projects across the country.

In Marin County, Calif.,, about
90,000 homes and businesses
now get their electricity from the
Marin Energy Authority, which
gives customers a choice of elec-
tricity plans that are 50% to
100% renewable—besting state
goals for utilities to obtain a
third of their electricity from
clean sources by 2020.

As of July, the Marin agency’s
residential customers paid an av-
erage of $3.85 a month more on
a typical $93 bill to get energy

_that was 50% renewable, com-

pared with what they had paid
the big utility. The agency said
its costs are lower, but the utility
imposes an “exit fee” of about $5
a month on customers who
switch. Still, some residents say
they are happy to pay more to
get a cleaner product.

San Francisco’s program ini-
tially will enroll about 27% of
residents in a 100% renewable-
energy program, bypassing elec-
tricity currently furnished by
PG&E Corp. Pricing is will be de-
termined in the next couple of
months.

* Charles Sheehan, spokésman
for San Francisco’s municipal
utility, said: “We want to control
our energy destiny. That’s the
impetus for this effort, plus the
opportunity to reduce our green-
house-gas footprint and incubate
our own clean-energy industry.”
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